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Driving Growth, Creating Value

2006 was a truly remarkable year for CITIC International Financial

Holdings Limited ("CIFH” or the “Group”) as it signified an
important strategic milestone for the Group, and at the same time
signalled an exciting new page for the financial services businesses
of the CITIC Group ("CITIC"). It is with much pleasure, therefore,
that | address the Group’s annual report this year for the first time

in my capacity as Chairman for both CITIC and CIFH.

Since the establishment of CIFH following the acquisition of The
Hongkong Chinese Bank in 2002, CITIC's financial services
businesses outside Mainland China have prospered under the
efforts of the Group and with the strong support from its parent.
Indeed, the Group’s market capitalisation has increased 4.6 times

since then to reach HK$35.1 billion at the end of 2006.

As CITIC's offshore financial flagship, the Group has strived to
contribute to the vision of creating the “CITIC" international
banking franchise. It has focused on building an integrated cross-
border financial services platform with commercial banking at its
core, and one that can fully leverage the collective competencies
arising from its parent’s vast onshore and offshore financial
business resources. Such efforts have borne fruits in 2006 with
significant breakthroughs in key areas. The Group announced

and completed the acquisition of a strategic stake in China CITIC
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Bank (“CNCB") within the year. It successfully brought in Banco
Bilbao Vizcaya Argentaria, S.A. (“BBVA") as its strategic partner to
complete CITIC's tripartite commercial banking model — the only
one of its kind in China’s banking history. These developments
essentially raised the curtain for the launch of the CITIC financial

services brand internationally.

To have implemented its strategic roadmap according to plan,
completed the above-mentioned complex transactions and laid
the foundation for cross-border competencies and future growth
—all in a little over a year's time, such an achievement clearly
underlines the professional and strong execution capability of
CIFH’s management team. However, what is even more noteworthy
is the rationale behind the Group’s unique and groundbreaking

strategic alliance.

The three-way alliance between CIFH and its two powerful
domestic and international partners — CNCB and BBVA - stands
out in the PRC financial market as the one that offers the highest
potential for genuine business partnership. It forms a global
banking network with effective linkages spanning Mainland
China, Hong Kong, Asia and the rest of the world, and it is
potentially the only financial linkage that will be focused on
channelling opportunities between Mainland China and Latin
America, the world's two largest emerging economies. By doing
s0, it sets the stage for CIFH to transform itself into the best PRC

Asian regional banking group.
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BBVA, our world-class international partner, is currently one of
Spain’s largest banks by assets and one of the leading global
banks with a strong standing in Europe and Latin America. It has
committed with keen foresight to concurrently invest in both CIFH
and CNCB. By agreeing to a merger and acquisition of its existing
Asian corporate banking business by CITIC Ka Wah Bank Limited
("CKWB"), it has also committed with absolute confidence to
leverage CKWB as the sole consolidated platform to jointly
develop a common Asian business footprint with the Group. CIFH
will definitely live up to our partner’s expectations by building out
its wholesale banking and global market platforms as a foundation
to lift off its future growth. It will move quickly to enhance its
business capabilities in Greater China and the rest of Asia, and will
focus on realising the complementary strengths and synergies
amongst the three strategic partners. The ability of this unique
tripartite alliance to offer one-stop global financial solutions to
the clients of the respective partners will firmly establish CIFH,
CNCB and BBVA as significant players in Mainland China, Hong

Kong and Asia regionally.

The Group's next strategic priorities will be to create a viable
business platform on a regional scale, to define the CITIC
international banking franchise and to establish for it a strong and
differentiated positioning — both domestically in the PRC and
internationally. In its pursuit to raise its management expertise and

competencies to international banking standards, to drive its
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business growth and to enhance its profitability, the Group will be
guided by its key operating principles, and that is to be customer-
driven, solutions-driven and value-driven. The Group will also seek
to strengthen business collaboration with CITIC's non-financial
businesses to leverage the full breadth of its parent’s competencies

and its intragroup synergies.

Meanwhile, the Group’s non-bank financial businesses also made
greatstridesin repositioning themselves for strategic breakthroughs.
CITIC Capital Holdings Limited (“CCHL") went through a corporate
restructuring and successfully repositioned itself as a leading
China-focused investment management and advisory firm. CITIC
International Assets Management Limited (“CIAM"), having largely
completed its historical mandate in distressed assets resolution,
saw its capital base significantly enhanced with the introduction of
three foreign strategic investors at the end of 2006. The synergies
arising from the new shareholder structure will strengthen CIAM's
direct investment capabilities in China. The Group looks forward
to providing continuous support to CCHL and CIAM on their

repositioned businesses.

Nevertheless, apart from the various factors mentioned above,
the Group’s strategic breakthrough last year had, to a certain

extent, also benefited from the robust economic developments in
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I n future, the Group will continue to take advantage of being in “the right time”,

“the right place” and with “the right people”

; it will leverage its ability to combine the

best of the Eastern and Western business cultures in order to play an effective role in

bridging the financial markets of the East and the West.
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Hong Kong and Mainland China, as well as from the PRC
government’s staunch support to develop Hong Kong into an
international financial hub for capital access by Mainland
enterprises. In future, the Group will continue to take advantage
of being in “the right time”, “the right place” and with “the right
people”; it will leverage its ability to combine the best of the
Eastern and Western business cultures in order to play an effective
role in bridging the financial markets of the East and the West.
In particular, the Group will strive to contribute to the reform and
development of the PRC financial industry by tailoring and

introducing world-class financial products to suit the practical

needs of the domestic financial markets.

Lastly, on behalf of the Board, | would like to express my heartfelt
gratitude to our shareholders and customers for their strong
support over the years, and to all our staff for their efforts to
contribute to the Group’s quantum leap in its development.
Looking into 2007, it will no doubt be a challenging but
exciting year for CIFH. The Group will continue its progressive
and innovative spirit in implementing its strategic plans and
developments. From the strong foundation that it has already
laid, CIFH will seek to drive growth and create value for its

shareholders, customers and staff as well as contribute to the

economic development of Hong Kong and the PRC.
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